University of Mississippi

eGrove
The Pace Student

Accounting Archive

1-1-1922

Pace Student, vol.7 no .6, May, 1922
Pace & Pace

Follow this and additional works at: https://egrove.olemiss.edu/acct_pace
Part of the Accounting Commons, and the Taxation Commons

Recommended Citation
Pace & Pace, "Pace Student, vol.7 no .6, May, 1922" (1922). The Pace Student. 86.
https://egrove.olemiss.edu/acct_pace/86

This Article is brought to you for free and open access by the Accounting Archive at eGrove. It has been accepted
for inclusion in The Pace Student by an authorized administrator of eGrove. For more information, please contact
egrove@olemiss.edu.

Pace Student
Vol. VII

New York, May, 1922
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Method of Procedure in Export Accounting
Graduation Thesis by Herbert I. Lowe, Pace Institute, New York
HE accounting system for an export house
The customer is brought in touch with the ex
will, of necessity, differ from that re porter either through advertising or through the
quired for the ordinary commercial organi exporter’s agents located in the foreign country.
zation, because of the difference in the natureThe
of customer states his requirements, either di
the business. Before attempting an explanation rect or through the agent, and requests prices and
of the accounting records and procedure required delivery dates.
in the export business, a brief outline of the man
Export Orders—How Handled
ner in which the business is conducted will be
presented for the better understanding of the sub
The general procedure in handling an export
ject.
order is as follows:
The selling of goods in foreign countries may
Upon acceptance of an order from a customer, a
be carried on in two different ways:
purchase order is issued by the exporter to the
(1) By concerns, acting in the capacity of supplier, with instructions to pack and ship to a
commission agents, making purchases on orders designated place nearest to the steamship by
received from foreign customers and arranging for which the goods are to be sent. Great care must
their shipment to the customer. These concerns be taken in placing orders so that the customer’s
may extend credit to their customers, or they may wishes, and the requirements of the laws of the
se 1 for cash against shipping documents.
country to which the shipment is to be made,
(2) By manufacturers or dealers selling certain are complied with. Most foreign countries, par
commodities manufactured or handled by them; ticularly Latin-American countries, assess heavy
in which case, the foreign operations may be penalties for failure to pack, mark, and declare
carried on as a department of the domestic con goods in the manner provided for by their laws.
cern.
The exporter’s traffic or shipping department
In the former case, the exporter’s income is is notified of the placing of the order, usually by
usually in the form of a commission, based on means of a copy of the purchase order, so that
the cost and expenses of the goods shipped; in steamship space can be contracted for and arrange
the latter, as in ordinary domestic trading, the ments made to take care of the goods upon arrival
return is the excess of selling price over cost and at the seaboard.
expenses. The first-mentioned method only will
Upon receipt of the arrival notice from the
be considered in this thesis.
transportation company, when goods are ordered
The general exporter must be prepared to han from out of town, or upon notice that the merchan
dle orders for commodities of every conceivable dise is ready, when ordered locally, the goods are
kind, and for this reason, must keep informed as picked up by a truckman and delivered to the
to the sources of supply and market conditions, steamship.
so as to be in a position to fill any order a customer
All expenses in connection with the shipment
may send, and meet any kind of competition.
are paid by the exporter and later included on
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the invoice to the customer. The exporter must
arrange for insuring the merchandise, if the cus
tomer desires it, and must procure the necessary
documents from the local consular agent of the
country to which the shipment is being made, as
well as fulfil the customs of this country as to ex
ports.
As the time approaches for shipment to be made,
the; exporter’s invoicing department accumulates
all the papers necessary to prepare the invoice
against the customer. These papers include the
supplier’s bill for the cost of the goods and the
expense bills covering shipping expenses. The
latter include such items as railroad freight,
cartage, consul fees, fire, theft, and marine insur
ance; steamship freight, and, possibly, storage
and packing. Since the steamship freight is not
determined until the goods are delivered at the
steamship pier and bill of lading issued by the
steamship company (and oftentimes the goods are
not delivered until a very short time before the
ship is ready to sail), close cooperation is necessary
between the shipping department and the invoicing
department, in order that the customer’s invoice
be completed in time to get it on board the boat
that carries the goods.
Usually, at the time the invoice is prepared, a
draft is also drawn for the amount of the invoice.
The draft is sent to the exporter’s bank for collec
tion. The bank forwards the draft to its corre
spondent in the customer’s city, and, upon delivery
of the goods, the draft is presented to the customer
for acceptance or payment.
Drafts—Terms of Payment

The terms under which the drafts are drawn are
arranged between the exporter and the customer
at the time of placing the order. (Common
practice is to have the drafts drawn on thirty or
sixty days sight, meaning that they become due
for payment thirty or sixty days after presenta
tion by the bank for acceptance.) Allowing thirty
or sixty days for the goods to be delivered and
the same length of time for the money to be re
turned to the exporter after the draft is collected,
it will be seen that it often takes from four to
six months for the latter to become reimbursed
for his advances of the cost of the goods and ex
penses, and for him to be paid for his services.
Since an enormous amount of capital would be
required to conduct a business of any size on
such terms, arrangements are made by the exporter
with his bank enabling him to obtain advances or
loans on the security of the drafts against cus
tomers that are sent through the bank for collec
tion.
From the above, it will be seen that the important
matters to consider from an accounting standpoint
are:
(1) The record of purchases.
(2) The record of advances on account of ship
ping expenses.
(3) The invoicing of cost and all expenses in
curred, with the addition of commission for serv

May
ices, and, in most cases, interest oh the money
advanced from the date of advance to the date
of maturity of draft.
(4) The record of drafts drawn, with supporting
records to show the amount of drafts discounted
by banks and the amount against which general
loans have been made.
Purchases
The purchase order in the system explained is
made up in four copies, handled as follows:
(1) Original signed order sent to the supplier with
shipping instructions.
(2) Second copy sent with the original to the
supplier, to be returned as an acknowledgment
of the order, and specifying the date the shipment
will be ready.
(3) Third copy to be kept by the purchasing de
partment for follow-up and file, and to be used for
checking the supplier’s bill when it is received.
(4) Fourth copy sent to the traffic department
to be used as a shipping record.
The transportation company’s notice of arrival,
or, in the case of local purchases, the supplier’s
notice that the goods are ready, is sent to the traffic
department, where arrangements are made for pick
ing up the merchandise and delivering to the
steamer.
The traffic department checks and approves for
payment all expenses in connection with the ship
ping of the merchandise.
Suppliers are required to submit their bills in
duplicate, the two copies being routed through the
organization, as follows:
Both copies are sent to the department that
placed the order.
The original is checked against the office copy
of the purchase order to see that it covers the goods
ordered and to verify the terms. The calculations
are then verified and a voucher number is assigned
to the bill, after which it is approved for payment
and sent to the accounting department for record
and payment, as described hereafter.
The duplicate is sent to the invoice department
where it is held in a file, together with the expense
bills covering the shipment, until the shipment is
ready to go forward and an invoice to the customer
is to be prepared.

Invoicing to Customers
As the goods are delivered to the steamship
company, a cargo sheet is made up by the traffic
department covering the goods being shipped;
and from a copy of this cargo sheet, the invoice
department is informed what the invoice to the
customer must include.
The customer’s invoice is prepared in quadrupli
cate.
The original and duplicate are sent direct to
the customer, or to the bank or agent that is to
make collection.
The triplicate is sent first to the credit depart
ment to enter on their records, then to the insur
ance department as notice to cancel fire insurance
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on the goods (which covers only until goods are deliv
ered to the steamer) and to place marine insurance.
This copy is then returned to the export depart
ment and filed.
The quadruplicate, with copies of supplier’s
hills and all expense bills attached, is sent to the
accounting department for record in the Invoice
Journal, and for charge to the customer’s account.
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ing of the goods opposite the entry in the Export
Merchandise column of the Voucher Register.
The invoices are recorded in the Export Sales
Journal, which is ruled as shown below:

Accounting Department Procedure
Voucher Register: The Voucher Register used
in the export house combines the record of vouch
ors payable and the record of unshipped export
merchandise, and is ruled to record the following
information:

After entry in the Export Sale Journal, the
invoices are sent to the Customers’ Ledger clerk
for charge to the customer’s account.
At the end of the month, the Export Sales Jour
nal is totaled and a summary posting is made to
carry the totals to the General Ledger, as follows:
Debit:
Accounts Current, (Customers’ Controlling
Account)......................................................... $xx
Credit:
Export Expense (for advances billed to cus
Properly approved vouchers are recorded in
tomers) ...............................
xx
the Voucher Register as received in the accounting
Export Merchandise (for cost of goods in
department. At the end of the month, posting is
voiced) . ............
xx
made to bring the total transactions for the month
Commission Earnings. ...................................... xx
into the General Ledger, as follows:
Interest Earnings................................................ xx
Debit:
The amount of merchandise not yet invoiced to
Export Expenses............................................ $xx
Miscellaneous....................................................
xx customers, as shown by the Export Merchandise
Export Merchandise........................................
xx Account, is proved by making a list of those items
appearing in the Export Merchandise column of
Credit:
the Voucher Register that do not show an invoice
Vouchers Payable.................................
xx
number in the Invoiced column.
The vouchers are filed by due dates and paid in
Drafts Receivable Journal: As mentioned
due course. After payment, the vouchers are above, it is usually necessary for the exporter to
referred back to the Voucher Register clerk, and arrange with his bank to borrow money on the
the date of payment, check number, and amount security of the customer’s drafts that are placed
are recorded by him in the proper columns oppo with it for collection.
site the respective vouchers. The summary post
These loans may be on different terms, accord
ing for the Cash Disbursements Record includes ing to the arrangements made with the bank:
a charge to Vouchers Payable and a credit to Cash
(1) Drafts may be sold to the bank—that is,
for the payments for the month.
discounted.
The items appearing in the Voucher Register
(2) The bank may make loans against specific
that do not show any record of payment or can drafts up to a certain percentage of their face
cellation are the vouchers remaining unpaid, and value.
a list of these items is taken off monthly to prove
(3) Loans may be made against a number of
with the Vouchers Payable Account.
drafts sent through the bank for collection, without
Export Sales Journal: As explained above, particular reference to any specific items.
the quadruplicate copies of the supplier’s bills,
In the third case, loans are usually made for a
showing the voucher number that was assigned round amount and for a specific length of time,
to the original, are sent to the accounting depart regardless of the due dates of the drafts that are
ment with the accounting-department copy of the used as security for the loan.
customer’s invoice. The bills are compared with
The accounts necessary to record facts concern
the invoices to see that the goods are correctly ing drafts and loans against drafts, are Drafts
invoiced. The invoices are recorded in the Export Receivable, Drafts Discounted, and Draft Loans.
Sales Journal, and the supplier’s bills are delivered
Drafts Receivable Account will have a debit
to the Voucher Register clerk to record the invoic balance, and should show the total amount of

Page 84

Pace Student

drafts outstanding; Drafts Discounted Account
will have a credit balance, and should show the
amount of advances by banks in the form of dis
counted drafts; and Draft Loans Account will
have a credit balance, and should show the amount
of loans made on security of drafts in process of
collection.
In order properly to accumulate draft informa
tion, a combined Journal and subsidiary Ledger,
called a Drafts Receivable Journal, is used. A
separate Journal or set of Journal sheets is neces
sary for each bank through which drafts are
handled. The form follows:

Drafts as issued are recorded in this Journal,
using the first five columns, if the draft is merely
sent through the bank for collection.
After entry in the Journal, the customer’s ac
count is credited for the amount of the draft.
At the end of the month, a summary posting is
made, based on the Drafts Receivable Journal.
Debit:
Drafts Receivable............................................. $xx
Credit:
Accounts Current (Customer’s Controlling
Account)......................................................... xx
If drafts are discounted, Cash and Interest will
be charged and Drafts Discounted Account
credited through the Cash-Book. These items will
then be posted to the Drafts Receivable Journal
in the Drafts Discounted column opposite the
original entry of the drafts.
If loans are made against specific drafts, Cash
will be charged and Draft Loans Account credited
through the Cash-Book. The amount of the loan
will then be entered in the Drafts Receivable Jour
nal under Draft Loans, on the line opposite the
draft the loan applies against.
The section of the Drafts Receivable Journal
referring to Draft Loans will not be necessary, if
the exporter does not make loans against specific
drafts.
If general loans are made against drafts sent for
collection, Cash will be charged and Draft Loans
credited through the Cash-Book, no record in the
Drafts Receivable Journal being necessary. The
balance of drafts outstanding, as by Drafts Re
ceivable Account, less the amount of drafts dis
counted, will show the amount of drafts out for
collection, which act as collateral for general draft
loans.
Drafts Sent for Collection: When the bank

May
collects a draft, payment is made to the exporter,
collection expenses being deducted from the remit
tance.
The exporter makes entry in the Cash-Book.
Debit:
Cash..................................................................... $xx
Expense............................................................... xx
Credit:
Drafts Receivable............................................. xx
Posting is made from the Cash-Book entry to
the Paid column of the Drafts Receivable Journal.
Drafts Discounted: When the bank receives
payment of discounted drafts, a notice is sent to
the exporter, together with a bill for collection
expenses. The date of the notice and amount of
the drafts are posted in the Paid column of the
Drafts Receivable Journal, and a running list of
such items kept for the month. A summary post
ing is made at the end of the month.
Debit:
Drafts Discounted............................................ $xx
Credit:
Drafts Receivable............................................. xx
In order to prove the Drafts Receivable Account,
a list is made from the Drafts Receivable Journal
of all items appearing in the Amount of Draft
column that have not been marked paid. The total
of this list should agree with the balance of Drafts
Receivable Account.
Drafts Discounted Account is proved by taking a
similar list of the unpaid items in the Drafts Dis
counted column of the Drafts Receivable Journal.
Alternate Procedure: A draft drawn against
a customer can not be considered in exactly the
same light as a note given by a customer in settle
ment of debt, and, strictly speaking, should not be
credited to the customer’s account until notice has
been received of the acceptance of the draft by the
customer. Usually, the bank does not advise of
acceptance, but waits until the draft is due for
payment, and then reports it paid or dishonored.
In order to withhold credit from the customer’s
account until payment is received, the following
alternative procedure is sometimes followed:
When the draft is drawn, a temporary account
called “Drafts Uncollected” is opened, to which is
credited the amount of all drafts drawn, instead of
crediting the customer’s account.
When the draft is collected, Cash is debited and
Drafts Receivable credited.
At this time, Journal entry is passed as follows:
Debit:
Drafts Uncollected............................................ $xx
Credit:
Customer’s Account.......................................... xx
No attempt has been made to describe such
records as the Cash-Book, Bills Receivable Jour
nal, Bills Payable Journal, or other usual books
that do not differ in principle from the same class
of records used in any other business. It should
be understood, however, that such records are
used, the same principles as to construction and use
applying in the export business as in other lines.
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Harry Howard Haight, C.P. A.
HEN Harry Haight died, this company for about ten years, for a
In the course of his duties, Mr.
there passed from this life an large part of the time being employed Haight frequently found it necessary to
able accountant, a successful in the bookkeeping department. Even make trips to the different branches
business man, and a great at this age, Mr. Haight showed a de maintained by his company in other
cided
liking and aptitude for figures. cities. He died suddenly in Boston, on
teacher. We shall let others tell
of his
keen analytical ability, of his infinite Upon leaving Hahne & Company, Mr. March 18th, while on a business trip to
capacity for work, of his exceptional Haight secured a position with Fownes that city. His body was brought back
directive genius—qualities that raised Brothers & Company, glove manufac from Boston and funeral services were
him from a shipping clerk to the con turers, of New York City, and from 1910 held on Tuesday, March 21st, at his late
trollership of a mercantile establishment until 1913, he served this company as home, 299 Grove Street, Montclair,
N. J. Surviving Mr. Haight are his
which transacts a business of over chief accountant.
During these three years, Mr. Haight widow, Blanche Curtis Haight, two
$400,000,000 a year.
For eight years, Harry Haight was a completed the Pace Standardized Course children, Charles, twelve years old, and
teacher at Pace Institute, and to the in Accountancy and Business Admin Blanche, eight years old, and a sister,
thousands of students who sat in his istration in his spare time, evenings, and Mrs. Florence Hunting, of Brooklyn.
Mr. Haight was a member of the New
accounting classes, he will be remem was graduated from the course in 1913.
York State Society of Certified Public
bered, first of all, as a teacher—as a man
Accountants, of the Knight Templars,
who was master of his subject, and who
of East Orange, N. J , and of Northern
gave of himself unstintedly, in order to
Lodge, F. and A. M., of Newark, N. J.
develop in others the capacity for clear
thinking, for successful participation in
It is hard for those of us who knew him
well to realize that Harry Haight is
the practical affairs of life.
Mr. Haight always preferred to teach
gone. It is hard to feel that his voice
Semester A classes. Nothing gave him
will be heard no longer in the classroom.
But, surely, through the students he took
more pleasure than to “whip into shape,"
so much delight in training, will he
as he used to say, a group of fifty begin
continue to be heard, will he continue to
ning students. His success with his
be a vital force in the affairs of men
students was almost uncanny. Under
during the years that lie ahead.
Mr. Haight’s tutelage, even the most
backward student would, in a few weeks,
begin to develop sound views on matters
of Accounting and Organization—views
NE would naturally assume that
too, that would be grounded solidly on
the readers of a metropolitan
correct principles. Instructors in the
newspaper would be confined
advanced Semesters have frequently
largely to the immediate district served
said that they could pick out the stu
by the paper, or, at most, to the country
dents who had received their Semester
in which the paper was printed. But
A instruction under Mr. Haight, so
this is not always the case. An inquiry
soundly trained would they be in the
was received at the office of Pace Insti
fundamentals of their study.
tute the other day from a town in far
away India. The man making the
To few men is given the opportunity
inquiry had noticed an advertisement
to leave on their profession the impress
of Pace Institute in the New York
that Mr. Haight was able to leave upon
Times, of January 1, 1922. His letter
his. In the course of his service as a
follows:
teacher, thousands of students sat in his
Barout, Via Delhi,
classes, and now, wherever these stu
Biste Meerut, India.
dents may be, they all, in small measure
“Having seen an advertisement
or large, are applying, in both public and During the same period, he also com headed ‘Accountancy’ in an old copy
private Accountancy practice, the sound pleted his study of the Regents’ sub of the New York Times, of January 1,
theories of accounting, organization, and jects, and, shortly after his graduation 1922, which formed the wrapper of a
management which they learned under from the Pace Course, was awarded the parcel I received from Brooklyn, I would
Mr. Haight’s painstaking instruction. A C.P.A. degree in the state of New York. be glad to have full particulars of the
Office Manager’s Course, your fees, and
monument such as this, imbedded firmly From that time, his advancement was if the course can be taught by corre
in the minds of a thousand human rapid. He was for a time a member of spondence.
beings, will endure long after any per the Accountancy staff of Homer S. Pace
“Please also send me a copy of your
sonal business achievement may be for & Company, and later became chief booklet ‘Making Good’ and Bulletin 25.
Yours faithfully,
gotten, and long after any personal estate accountant of the Tide-Water Oil Com
John C. G. Hopper.”
may have disintegrated and disappeared. pany, of New York. He resigned this
Such a monument is Harry Haights’s. position, in 1917, to become assistant
ACE INSTITUTE, Boston, will or
Harry Howard Haight was born in controller of Marden, Orth & Hastings,
ganize a new Semester A class in
Brooklyn, in 1879, and received his manufacturers and exporters of chemi
Accountancy and Business Admin
early education in the public schools of cals. Mr. Haight remained with this
istration in the Day-School Division of
that city. Forced by conditions to leave firm for about a year, until he was the Institute, on Monday morning,
school at an early age, he secured em chosen to serve as controller of The July 10th. Applications for places in
ployment in the shipping department of Great Atlantic & Pacific Tea Company, this class should be made to Henry J.
the retail dry-goods firm of Hahne & of Jersey City. This position he held Bornhofft, C.P.A. (N.H.), resident man
ager, Pace Institute, Boston.
Company, Newark. He remained with at the time of his death.
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Surplus Profits and Dividends
By Alfred F. Upson, LL. M., Law Faculty, Pace Institute, New York
HE distribution of corporate profits in the tors, and it is well settled that creditors are en
form of dividends can be made only from titled to rely upon the fact that a corporation
surplus or, as the term is sometimes used, receives value to the extent of the total amount of
its capital stock. Creditors, therefore, who have
“surplus profits.” It follows, therefore, that corpo
rate officials, accountants, and lawyers, are con no means of knowing that an amount less than the
fronted with the problem of determining what con total authorized capital is issued, and who have
stitutes distributable surplus, or surplus profits, extended credit upon the assumption that the total
before the declaration and the payment of corpo authorized amount of capital stock has been paid
in, may have their interest jeopardized. It is
rate dividends.
The accepted accounting and business definition probable that creditors do not, as a matter of fact,
of “corporate surplus” is that it is “the excess of depend very much upon the fact of the original
asset value over the total amount of liabilities and payment in full of capital stock. The corporate
capital stock.” The term “capital stock,” as thus fund of assets is continually changing in amount
used, refers to the capitalized interest of the stock after incorporation, and persons extending credit
holders in the corporate assets—that is, the amount ordinarily look to the amount of funds in hand
of the capital stock that is actually issued and out rather than to the original capitalization. How
standing. This common understanding of the ever, the courts safeguard, in every possible way,
term is supported in an opinion of Justice Hiscock the rights of creditors, and to that end, decisions
of the Court of Appeals of the State of New York have been made that hold that distributable sur
plus is the amount by which the asset values exceed
(212 N. Y.), in which opinion, he says:
“In the absence of some special consideration, I the combined amount of liabilities and amount of
think we may take notice that it is the ordinary chartered or authorized capital stock.
rule of corporate management, established by de
As Interpreted by the Courts
cisions, statutes, and business usages, that the
surplus of these gains and profits, beyond what may
A review of the leading New York cases on this
be necessary to keep good the liability of the capital subject will indicate the construction placed upon
stock issued, may, in the discretionof the board this matter by the courts.
of directors, be distributed among the stockholders
The Court of Appeals in the case of Roberts v.
as dividends.”
Roberts-Wicks Co., 184 N. Y. 257, through Mr.
While the courts are thus in agreement with the Justice Gray, said, “Dividends, as a rule, are not
general understanding of the term “surplus,” the payable out of the capital stock of a corporation,
corporate executive or accountant should have in but only from the surplus profits arising from the
mind that special conditions may exist which make business carried on, * * * * . When the prop
a modification of this general definition necessary. erty of a corporation has accumulated in excess of
The chief purpose of this article is not so much to its chartered capital, the excess may be regarded
reinforce the common understanding of the use of and dealt with as constituting a surplus of profits.”
the term, but to call attention to decisions that
This decision was referred to in the case of the
have been made that modify, for the protection Equitable Life Assurance Society v. Union
of creditors, the definition of “surplus.”
Pacific Railroad Company, decided by the
Appellate Division of the First Department in
Capital Stock—Issued Only in Part
May, 1914, and approved by them; and Mr. Jus
It is a common practice for a corporation to issue tice Clarke, writing the prevailing opinion, states,
only a part of the capital stock authorized by its “It would seem that the property accumulated in
charter or certificate of incorporation. In New excess of its chartered capital constitutes a sur
York, for example, if a corporation issues one half plus of profits.”
In the opinion of Mr. Justice Hiscock, of the
of its authorized stock within a year from the date
of incorporation, the issuance of the remaining Court of Appeals, 212 New York (heretofore
stock may be made at any subsequent time that quoted), the Justice gives the following opinion.
suits the convenience of the corporation. Many It should be noted that he classifies capital stock
corporations prefer thus to make liberal provision as a liability, although this use of the term is not
for possible future issues, even at the expense of justified by good accounting and business practice.
“When a corporation is organized, it secures
paying the tax of one twentieth of one per cent. of
the amount of capital stock authorized and un capital by the issue of shares of capital stock. The
issued. Such a practice renders unnecessary, in fund or property thus secured answers the two
the event of the later need of additional stock issues, fold purpose of furnishing means for carrying on
the operations of the corporation, and also se
an amendment of the certificate of incorporation.
The law has long regarded the amount of capital curity for the payment of its creditors. This
stock paid in as a fund for the protection of credi capital stock is carried as a liability, and, univer-
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sally, so far as I am aware, at its par amount. It
is thus carried as a liability, because this is the
proper bookkeeping entry. But, aside from this,
such entry also serves to emphasize the duty of the
corporation to keep its capital stock unimpaired
for the protection of those dealing with it. If the
operation of the corporation results in gains, such
gains are carried to the credit, not of the Capitalstock Account, but of some other account, as
surplus or profit and loss. Of course, they may be
capitalized by the issue of stock against them; and,
sometimes, in the case of certain corporations like
banks and insurance corporations, where a certain
ratio between assets and liabilities other than
capital stock is required, such surplus or profits may
be counted and maintained as capital, although
not formally capital.”
The case of Roberts v. Roberts-Wicks Co. was
cited with approval by the Appellate Division in
the First Department in February, 1920, in the
case of Michael v. Cayey-Caguas Tobacco Co.,
reported in 190 Appellate Division Reports 618, at
page 624.
From the foregoing, it is apparent that creditors
have a right to presume that the authorized capital
stock is the length and breadth of their protection,
and not the issued capital stock. Of this latter,
they usually have no knowledge. It therefore fol
lows that, when creditors’ rights are affected, or
when other special circumstances enter into the
corporate affairs, dividends are declarable out of a
surplus created by the excess of assets over com
bined liabilities and the authorized capital.
It will be seen, therefore, that care must be
taken by corporate officials, and others responsible
for the declaration of dividends, to determine
whether or not a distributable surplus exists. In
this way, personal liability of directors, which may
attach if the rights of creditors should be impaired,
may be avoided. Moreover, the deviation from
the general definition should also be kept in mind
for examination purposes. The retention of the
rules of law governing these decisions will be easier
if the basic reason for such rules—that is, the pro
tection of the interests of creditors—is kept in
mind.

The Use of the Hyphen

The following words should not be hyphenated.
They should be written as indicated.

beefsteak
beforehand
birthday
everybody
facsimile
grandfather
itself
juryman
moreover
nevertheless

already
all right
a la carte
altogether
anybody
anyhow
anyway
any one
anywhere
bedroom

northwest
oftentimes
oneself
semicolon
somebody
somewhere
straightforward
underhand
warehouseman
whereupon

The words in the following list should, ordinarily,
be hyphenated:
air-brake
ball-bearing
bank-book
bank-credit
blank-book
box-office
cast-iron
check-valve
cigar-case
clear-cut
cloak-room
coal-tar
dressing-gown
dry-dock
ear-drum
fellow-citizen
ferry-boat
fire-alarm
first-class
first-rate
gang-plank

gas-light
good-will
grill-room
hand-to-mouth
house -physician
iron-clad
letter-file
letter-head
life-size
long-lived
market-place
middle-aged
money-order
mother-country
mother-in-law
nickel-plated
night-watchman
pay-roll
pile-driver
pipe-line
policy-holder

post-card
post-haste
post-office
power-house
press-agent
price-tag
ready-made
reception-room
rice-paper
road-bed
roll-top
safe-conduct
safe-keeping
safety-razor
second-hand
state-room
stock-book
stop-over
street-car
time-table
vice-president

Summer Day School
at Pace Institute, Boston.
A special Summer Class in Ac
countancy and Business Administra
tion (Semester A of the Pace Course) will be
organized in the Day-School Division of
Pace Institute, Boston, on

HETHER or not to use the hyphen in com
pound words—how often we ask ourselves
this question. While no hard and fast rules can be
laid down, we should ordinarily use the hyphen
where each word in the compound form has con
siderable emphasis and importance. However,
Applications for places in this class should
when the compound is thought of as a whole,
be made to Henry J. Bornhofft, C. P. A.
hyphens are generally omitted. When in doubt
(N.H.), Resident Manager.
about the use of the hyphen, one must, of necessity,
consult the dictionary.
It is impracticable to reproduce here a list of com
pounds that is, in any sense, complete. Business
men and women will, however, find much assistance
Tremont Temple
Boston, Mass.
in the lists of practical, every-day words given
below.

W

Monday, July 10, at 9:30

Pace Institute

TWENTY-FIFTH ANNIVERSARY DINNER OF THE NEW YORK

ACCOUNTANTS and Accountancy students
will be interested in the above picture of the
Twenty-fifth Anniversary Dinner of the New York
State Society of Certified Public Accountants, held
at the Waldorf-Astoria, on April 10, 1922.
The New York society, by this dinner, cele
brated the completion of twenty-five years’ con
tinuous work as a professional society of Account
ants. During this long period, the Society has
taken an active part in safeguarding and develop
ing the interests of accountants, and the influence
of the Society has extended far beyond the limits
of the metropolis and the Empire State.
It was interesting to have present a goodly rep
resentation of charter members of the Society—
men who have taken a notable part in the entire
history of the Society—Hamilton S. Corwin, John
R. Loomis, Farquhar J. MacRae, Elijah W. Sells,
Edward L. Suffern, Arthur W. Teele, and S. E.
Sargent. These men, including Mr. John Houri
gan, of Albany, are the survivors of the signers of
the original certificate of incorporation of the So

ciety, although it is believed that there are others
who may properly be classified as charter members.
The Society entertained many notable men, in
cluding Mr. Carl H. Nau, president of the Ameri
can Institute of Accountants Durand W. Springer,
president of the American Society of Certified
Public Accountants; Honorable Herbert L. Bridg
man, regent of the University of the State of New
York; Dr. Augustus S. Downing, assistant com
missioner and Director of Professional Education
of the state of New York; and Honorable William
M. Calder. Many of the members of the Coun
cil of the American Institute were present, as well
as representatives of various state boards of Ac
countancy.
Dr. Joseph French Johnson, dean of the School
of Commerce, Accounts, and Finance, New York
University, who is an honorary member of the So
ciety, acted as toast-master. Dean Johnson, in
his inimitable manner, guided a program in which,
among others, Senator Calder, Mr. E. L. Suffern,
C.P. A., former president of the American Asso

STATE SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS

ciation of Public Accountants, and Mr. Edward
E. Gore, C.P. A., member of the Institute Coun
cil and president of the Chicago Association of
Commerce, took part.
The following are the officers of the New York
state Society of Certified Public Accountants:
President, Howard B. Cook; First Vice-president,
Robert H. Montgomery; Second Vice-president,
Willis S. Whittlesey; Secretary, James F. Farrell;
Treasurer, James F. Hughes. The dinner arrange
ments were in charge of a special committee of
which James F. Hughes was chairman.

American Institute ofAccountants

New Officers—Pace Club of N. Y.
T a meeting of the members of The Pace Club
of New York, held at 30 Church Street, on
Saturday, April 8, 1922, the following officers were
elected for the ensuing year;

A

President
Vice-president .
Vice-president .
Secretary
Assistant Secretary
Treasurer
Assistant Treasurer

A. D. Lesser
F. R. Hazard
W. E. Soderstrom
Miss A. F. King
Miss E. W. Cass
H. Hart
I. Greller

REGIONAL meeting of the American Insti
The Club is to be congratulated upon the
tute of Accountants will be held at the Ho strength of its official personnel—great things are
tel Cleveland, Cleveland, Ohio, on Saturday, May
to be expected from the Club for the ensuing year.
6, 1922. All public accountants and those inter
ested in public accounting, who are residents of
Don’t forget that cherry word of greeting to your
Western New York, Pennsylvania, West Virginia, office associates, each morning. Never mind how you
and Ohio, are invited to be present.
feel. The cheery word is a duty. Don’t neglect it.

A
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“Our Courses ”
T E other evening a student came up to me
H
at the Institute after his class and said, “Will
you let me have a bulletin? I have a friend I am
trying to interest in our courses.”
Heartening words these—and doubly heartening
because "they are not unusual. Note that this
student did not say “your courses.” In no sense
did he consider himself apart from the school. It
was “our school” and “our course.” Surely an
ideal relationship between school and student.

The Too-careful Correspondent
H IS a very punctilious correspondent and
E
answers every letter that he receives—
answers it in great detail, too.
This potential
executive has somehow or other become imbued
with the idea that every letter that comes to his
desk must be answered, and that it is always
better to reply at some length than to run the
risk of having the recipient be in doubt about any
point.
This man is on the wrong track. If he isn’t
careful, he will spend twice as much time on his
correspondence as he should. Some letters need
no answer—they should be simply noted and
filed, and others can, with propriety, be answered
with a few words. Accuracy should not be
sacrificed to brevity, but it is not necessary to be
prolix to be accurate. Remember that the man
to whom you are writing has a mind and imagina
tion of his own. You do not need to explain every
last detail. And remember, too, that it is only the
extraordinary business letter that need ever be
more than a page in length.

Finish It
T’S the finished job that counts. Don’t forget
that.
When you start something, see it
through. Be known as a doer as well as a planner.
There is always a place, and a big one, too, for the
man who can put things through.
A friend came to me the other day and told me
of a fine promotion that had just come to him—a
promotion, too, that held forth promise of even
larger things in the future. I congratulated him,
and said, “But this new work seems entirely out of
your line. How did you come to get into it?”

“Well, you see, it was this way,” he replied.
“When they started this work, things were in
pretty bad shape and no one cared much about
having anything to do with the job. The chief
came to me. one day and said, ‘Give Mr. Sanford a
little help on that new proposition, will you?’ I
pitched in with Mr. Sanford, and we worked
together for a week or two. Then he was called out
of town and I finished the job alone. Another
assignment was given me almost immediately, and
before I knew it, I was putting in full time on the
new work. I made a point of finishing, just as com
pletely as I knew how, each assignment I started,
and here I am—out of my old work entirely.”
A story like this carries its own comment. Others
are superfluous. And it’s not fabricated simply to
illustrate our point. Except for the names, it’s
true, every word of it.

“Much Fuss for a Few Feathers ”
“AND things are not what they seem,” sang the
poet. How true! How painfully true,
sometimes!
The young salesman is out on one of his first
trips. Time is precious, so when he alights from
the pullman in the morning, he stops at the
Western Union office in the station and sends a halfdozen telegrams, more or less. Business is going to
be great, and busy business men always use the
telegraph. With his new traveling-bag in one
hand and his portfolio in the other, he hurries from
the station, and hails the first taxicab he sees—
the hotel is only five short blocks away, but there’s
nothing like saving time and energy and getting a
good start on the day.
His room is ready for him at the hotel, but it
takes some time to ask for his mail, to send two
more telegrams—to customers in the next city,
telling them that he will call on them the last of
the week—and to dictate ,a letter to the public
stenographer in the hotel lobby. The morning is
more than off to a good start by the time our busy
young salesman has made his first call.
It seems best to take one of his customers to
lunch—the second one he calls on, in fact. There is
no really decent place to eat out near the factory,
but it takes only a moment to call another cab and
rush back to the hotel where a chap isn’t ashamed
to entertain a customer who may swing some big
business his way some time. The lunch is most
excellent, and the cigars and coffee, of course,
can not be hurried—you mustn’t make your guest
think that you are trying to get rid of him. The
afternoon of this busy day is well under way by the
time our sales-friend makes his next call. But
again the faithful taxicab comes to his rescue, and
he makes two more calls before hurrying back to
his hotel, at four-thirty, to find out if there are any
telegrams waiting to be answered.
His day is finished; he has been rushing around
since early morning; he has used the telegraph, the
taxicabs, and the public stenographer. But how
much real business has he done? In truth, “Things
are not what they seem.”
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What They Think of The Pace Student
HE subscription list of The Pace Student
contains the names of many well-known
accountants and Business executives.
These men are keen students of business
Accountancy, and are also deeply interested in
educational and vocational matters.
A few weeks ago, a letter was sent to these
accountants and executives asking them, among
other things, for a brief expression of their opinion
in respect to The Pace Student—whether or not it
possessed specific value for accountants, business
men, and students.
Practically every one to whom this letter was
sent replied, and, with practically no exceptions,
all expressed themselves as being distinctly pleased
with The Pace Student and the work which it is
doing in the field of Accountancy and Business.
Excerpts from these letters showing what these
men think of the magazine will be of interest.
A prominent certified public accountant of
Portland, Oregon, says:

T

I took forward to it (The Pace Student) every month with
a great deal of pleasure, and although I receive a great many
business and legal publications, your magazine is one of the
few that I do not merely scan, but rather read entirely with
interest.

The manager of the educational division of a
large office-supply company says:
I not only read The Pace Student myself, but frequently
mark an article for the attention of some other member of our
organization

A well-known accountant of Chattanooga, Ten
nessee, writes as follows:
I wish to assure you that I read the magazine very care
fully each month and always enjoy it. I find that the matter
which it contains is both interesting and instructive, and I
take great pleasure in reading it.

The auditor of a large oil company says:
During the past year I have found the reading of this
magazine to be a very interesting review of accounting, and I
have also received some helpful suggestions therefrom.

An official of the United States Steel Corporation
writes:
I get both pleasure and profit from perusing it (The Pace
Student).

The assistant to the president of a large public
utility company says:
There are employees in our organization specializing in
the study of accounting with whom the contents of your
very worthy publication are shared, so that it is of value to
our organization and its receipt is appreciated.

The president of a New York corporation says:
I think the magazine is a valued aid to the Accountancy
profession, and I would cheerfully recommend it and your
course to students.

This from the assistant secretary of a New York
casualty company:
I have always enjoyed reading your paper.

The president of a tax-service corporation in
Washington, D. C., writes:
I always try to take time to examine each issue of your
magazine,
and I have found some of your articles especially
and
interesting.

The controller of a well-known office-supply
company, with offices in a middle-western city,
says:
In the very limited time I have to read The Pace Student
I have found many items of interest, the value of which would
justify a more careful reading of the publication.

An official of one of the New York banks writes:
It has been my privilege in the past year to receive com
plimentary copies of your magazine, The Pace Student, in
every issue of which I have found some very interesting and.
timely subjects.

The assistant secretary of one of the large New
England life-insurance companies says:
We place the magazine on our library routing list so that it
goes to a select group of employees in our accounting depart
ment, and I am sure that they appreciate it and find some
thing of value in every number.

The treasurer of a large corporation manu
facturing filing systems expresses himself as
follows:
Yes, I have received The Pace Student regularly, and I
have enjoyed looking it over. It has been circulated through
out our accounting department, and I shall be very glad to
have you continue my name on your subscription list.

The assistant vice-president of a large New York
bank writes:
I shall continue to receive it (The Pace Student) with much
interest, and I hope to get out of it as many good suggestions
as I have in the past.

The assistant controller of a large rubber com
pany writes:
Personally, I have enjoyed this magazine very much, and
will continue to see that it is passed on to others interested.

The assistant treasurer of a New York trust
company says:
I find the different divisions of The Pace Student uniformly
interesting and instructive.

The proprietor of a large New England com
mercial school writes as follows:
One of the heads of our bookkeeping department says:
“Every page is worth while. The English Department is
especially helpful.” We turn the magazine over to this
department and the teachers and students in advanced book
keeping work find it very interesting.

The assistant auditor of one of the largest chainstore organizations in the United States says:
I wish to tell you that I always welcome the arrival of
your magazine and take great pleasure in reading through it.
It contains, according to my contention, a lot of valuable
information and, in fact, brings something new with every
issue.

Still another executive says:
The writer firmly believes in your statements that a wider
vision of modem business, its principles and its opportunities,
is obtained by the readers of The Pace Student.

Pace Student

May

Special Tax and Information
Service in Washington
H
. R. STUTSMAN, who was formerly

are frequently guilty of recklessness in their use of
the comma. Fortunately for those who are careful
in their writing, and who are desirous of punctuat
ing properly, modern usage tends to omit commas
wherever the sense would be clear.
In its editorial columns, the New York Sun of
March 31st has this to say about the modem
tendency in the use of the comma:
“Of all rhetorical instruments the comma is
perhaps the most misused. It is a victim of modem
incontinence and recklessness. From performing a
valuable if modest function it has degenerated in
the writings of many to the place of a nuisance. It
is often put where it ought not to be and is not
put where it should be.
“The comma is used with greater caution now
adays than formerly. And still some use it more
than they need. Used where it actually serves no
purpose, it is simply something to stumble over.
“The Declaration of Independence is guilty of
this fault.
‘He (the King) has made judges
dependent on his will alone, for the tenure of their
offices, and the amount and payment of their
salaries.’ This sentence would have managed just
as well if not better without commas.
“The comma is a thing to be used temperately.
A sentence drunk on commas staggers along jerkily
and in confusion. It is possible and often prefer
able to write excellent sentences of considerable
length quite without calling upon the comma to
stand guard over their equilibrium.”
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in
charge of personnel work in the Income Tax
Unit, Bureau of Internal Revenue, has organized,
in Washington, a Special Tax and Information
Service. This service should prove of great as
sistance to public accountants, and to treasurers,
controllers, and financial executives as well. Any
business executive or professional accountant
charged with the responsibility of securing, on
short notice, specific information in any of the va
rious Government departments will find Mr. Stuts
man’s organization of distinct and unique value.
Mr. Stutsman will render two types of service—
tax procedure and follow-up, and a general in
formation service. Under the first heading, Mr,
Stutsman will serve accountants, engineers, at
torneys, and business men who desire to have tax
cases under their direction followed up with more
regularity than distance and time would permit
them personally. Mr. Stutsman will do in
Washington exactly what a representative of any
business organization would do if he were sent to
Washington under specific directions. The taxservice division of Mr. Stutsman’s organization is
equipped to handle many specific matters, including:
Determination of additional data required by
the Bureau of Internal Revenue.
Prompt advice to the client of the nature of, and
reason for, such requirement.
Determination of necessity for formal conference
and definite arrangement therefor.
Following up conference decisions to insure, as
far as may be, expedition of formal findings.
Mr. Stutsman will also conduct a general infor
mation service. To-day, more things must be
known about Washington, and they must be
known sooner and in a more detailed manner than
formerly. Having lived several years in Washing
ton, and having been intimately associated as a
responsible executive with various important
Government departments, Mr. Stutsman has
acquired a large fund of knowledge in respect to
various sources of Government information. He is
therefore equipped to handle a wide variety of
requests. Among these are general matters of
inquiry, presentation of claims, securement of
documents, statistical compilations, establishment
of hearing dates before any of the ten major depart
ments of the Government or any of its thirty
independent bureaus, boards, organizations, and
commissions. Mr. Stutsman’s organization is also
well equipped to handle research work in any of the
great Government libraries.
Mr. Stutsman maintains offices at 715 G Street,
N. W., Washington, D. C.

The Troublesome Comma
IMPLE mark of punctuation that it is, the
comma is probably more misused than any
other mark in our language. Writers who use
colon and the period with no hesitancy whatever,

S

The Stenographic Manual
NE executive I know is a stickler for consist
ency. Sometimes, this habit of mind seems
to carry him somewhat far afield, but there is one
matter on which his associates all agree—he
certainly has standardized with good effect the
form of the letters that go out from his office.
Formerly, two of these letters would rarely be
alike. Margins, without good reason, would differ
in width. In some letters, titles would be spelled
out in full; in others, they would be abbreviated.
One stenographer would write out the names of
streets; another would use the figures. Nowhere
was there any consistency.
So, one day this executive called a meeting of the
stenographic staff and impressed upon them the
importance of standardizing certain details in their
letters. He showed them how each one really had
a definite part in creating a favorable impression
upon all the organizations with whom the firm did
business. Then he presented each girl with a
stenographic manual, which he had worked out,
containing an outline of the policies to be followed
from that time on in all the firm’s letters. The
result of his efforts—letters similar in form, alike
in spacing, with titles spelled in the same way—in
fact, better letters, and letters written in less time,
because the stenographers never had to stop to
decide the arrangement of any of the mechanical
details. They simply followed their manual.
the From the looks of many letters, a stenographic
manual would be a valuable adjunct to many offices.

O
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The Question and Answer Department
This Department does not publish answers to all of the questions received, but only to those which
are deemed to be of general interest to readers of The Pace Student.
A communication, in order to
receive attention, must contain the name and the address of the person asking the question.

SSUME that a merchant has in his business Account, and any difference existing in the Asset
an automobile delivery truck which he has Account should be written off. The allowance for
the old truck obviously fixes its value. If there has
had in use for two years. The original cost of the
truck we will say was $900.00; during the two been an incorrect estimate of depreciation of
years of service, depreciation reserve was set up at preceding years, the amount should be written off
the rate of 20 per cent. ($180.00) per year. This against Surplus Account, if a corporation, or against
merchant needs a new delivery car, and so arranges Capital Account, if a sole proprietor. If, however,
to trade his old one in on a new one; the new one is conditions arose during the current year which
to cost $1,300.00, and the dealer is to allow the made it advisable to sell the equipment, then the
merchant for his old one $500.00 as payment charge may be made to a current nominal account •
toward the new one. Please give me the entries for or to the current Profit and Loss Account direct.
these transactions, and state the manner in which
sales of equipment should be treated on the books,
CLAIMS that the balance of nominal expense
inasmuch as such is not a part of the regular sales
accounts is not technically classed as a
of stock in trade.
“liability.” B claims it is a liability to the pro
prietor. Which is right?
Answer:
We submit below the entries which should be Answer:
made to cover the situation:
A nominal account is not a liability. The changes
in proprietorship interest (capital), represented by
MOTOR TRUCKS................................ $900.00
losses, expenses, and income, are recorded, tem
CASH....................................................
$900.00
For purchase of Truck No. 1.
porarily, during an accounting period in nominal
accounts. At the end of an accounting period,
DEPRECIATION ON MOTOR
TRUCKS.......................................
180.00 ,
the nominal accounts which had, in effect, been
RESERVE FOR DEPRECIATION,
temporarily withheld from capital, are offset one
MOTOR TRUCKS
....
180.00
against the other in the Profit and Loss Account.
For depreciation on Truck No. 1, first year
The expenses and losses are charged, and are, in ef
DEPRECIATION ON MOTOR
fect, charges to the Capital Account. The Income
TRUCKS....................................... 180.00
Account is credited and is, in effect, a credit to the
RESERVE FOR DEPRECIATION,
Capital Account. The Profit and Loss Account,
MOTOR TRUCKS
....
180.00
for convenience, is used to collect all nominal
For depreciation on Truck No. 1, second
accounts. The balance of this account represents
year.
the change in proprietorship interests (capital) for
RESERVE FOR DEPRECIATION,
the accounting period, which balance is eventually
MOTOR TRUCKS
.... 360.00
transferred to the Capital Account. The nominal
MOTOR TRUCKS..........................
360.00
For transfer of accrued depreciation on
elements representing expenses, losses, and income
Truck No. 1 from former to latter
could, from a theoretical standpoint, just as well
account.
be transferred to the capital accounts directly,
MOTOR TRUCKS................................ 1,300 00
instead of to the Profit and Loss Account. In
MOTOR TRUCKS..........................
500.00
order
that the net change in proprietorship
MOTOR SALES COMPANY . .
800.00
interests, due to operations or to profit and loss '
For purchase of Truck No. 2 ($1,300.00)
results; may be shown in one account on the books,
at end of second year, to be paid for
by exchange of Truck No. 1 for
the expedient of using a Profit and Loss Account is
$500 00 and $800.00 in cash.
desirable.

A

A

LOSS ON MOTOR TRUCKS ...
MOTOR TRUCKS..........................
To transfer to former account loss on
Motor Truck No. 1.

40 00
40.00

Sales of equipment should always be credited to
the Asset Account, and should never be credited

to the Sales Account, the latter recording sale of
merchandise dealt in. The procedure to follow
when a piece of equipment is sold is to transfer
to the Asset Account from the Reserve for Depre
ciation Account the amount of depreciation accrued
on the asset to the date of sale. The sale price
of the asset should then be credited to the Asset

HAT is the usual rate of depreciation that
is charged off annually on a three-family
frame-apartment house, and what percentage of
the assessed value of the property is generally used
in computing the gross income received from the
tenants in the form of rents?

W

Answer:

The rate of depreciation applicable to a threefamily frame-apartment house is dependent upon a
number of factors. The rate of depreciation
should be determined only after a physical exami
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nation of the property, and after taking into con
sideration, generally, the following factors:
(1) Type of construction.
(2) Workmanship on building.
(3) Location (i.e., whether on solid ground,
sand, marsh, etc.)
(4) Service to which the building is put.
(5) Climate.
(6) Efficiency of up-keep.
You will therefore note that it is a rather difficult
matter to set a specific rate of depreciation which
would be applicable to all three-family frameapartment houses. The following general rates,
as given by authorities, represent conservative
opinion:
On all wood houses of cheap construction, 5 per
cent. per year.
On all wood houses—well built—3 to
per
cent.
The percentage of the assessed value of the
property to be used in computing the gross income
received from the tenants in the form of rent varies
in different localities and with different situations
regarding other investments. The rate to be used
in a particular case must therefore be determined
in view of the circumstances surrounding the case.
A recent decision rendered in the Supreme Court
of the state of New York is interesting. The
matter of the determination of a reasonable rent
was before the court. Briefly, the court deter
mined the reasonableness of rentals by the follow
ing method:
(1) Determine the present fair market value of
the premises by competent evidence,
(2) Determine the gross rentals demanded by
the landlord.
(3) Determine the allowable operating expenses
for a year. These would ordinarily consist of
taxes, water rates, insurance, janitor’s services,
legal expenses incident to maintaining the land
lord’s right of possession and for collecting rents,
payments for necessary supplies incident to the use
of the premises, such as coal, gas, electricity, and
all necessary current repairs. Allowance should
also be made for loss of rent and for annual de
preciation upon the fair market value of the build
ings, if established.
(4) Deduct from the gross rentals the above
operating expenses to ascertain the net rental. If
this does not exceed 10 per cent. of the present
value of the property, the rent demanded is not
unreasonable.
(5) The landlord getting a return as rent on his
total investment, which includes that part repre
sented by mortgages on the property which must
be paid, will not be allowed to charge as an operat
ing expense the interest paid on the mortgages or
any expense in negotiating the mortgages..

May

basis upon which this central office expense may
be distributed to the individual stores?
Answer:

The question is one which is dependent on the
conditions obtaining in the particular organization.
It may be that the officers whose salaries you
mention devote considerably more of their time
to one store than another, in which case, a pro rata
distribution based upon time would be the most
accurate. In respect to general office expense,
such as salaries and the like, you do not inform us
as to internal check and audit over the branch
store operations which is exercised by the central
office. In some circumstances, the work is approx
imately the same for each store, in which case,
general office expense may be distributed in equal
portions. Usually, however, the volume of work
necessary for each store varies with the volume of
sales, and it is our experience that general office and
similar expenses are distributed to stores on the
basis of ratio of sales at each store to the total
volume of sales for all stores.
ILL you kindly tell me through your Ques
tion and Answer columns how you would
prepare a Consolidated Balance Sheet and Con
solidated Profit and Loss Statement for a manu
facturing corporation which owns a subsidiary cor
poration located in Paris and organized under the
French laws, which exists for the purpose of selling
the product of the parent company?
How would you keep the current accounts
between the parent company and the subsidiary in
agreement?

W

Answer:

In view of the fact that your question is rather
general in its nature, we can not give you more
than a brief outline of the accounting which
would be necessary between the American corpora
tion and its subsidiary French selling corporation.
As the American corporation owns the stock of the
French subsidiary, the cost of such stock would
appear on the American corporation books as an
investment, and would be expressed in dollars.
As the American corporation sells to the French
corporation, an account receivable would be set
up on the American corporation books to record
sales and remittances with respect to the French
corporation. This account would be kept, ordinar
ily, in dollars and, if such be the case, no provision
for foreign currency need be made in the account.
If, however, the goods are billed in French cur
rency and are remitted for in French currency, the
Ledger account should be ruled to provide for
recording of American and French currencies. The
account of the American corporation on the books
of the French corporation would be kept in French
currency only, if the goods were billed and were
to be remitted for in French currency. If, how
AM employed as secretary for a chain-store ever, the goods are to be paid for in American
organization, operating upward of twenty currency, the account with the American corpora
branch stores. We maintain a central office where tion should be ruled to provide for American and
practically all of the accounting and management French currency.
The account of the French corporation on the
are handled. Will you please outline for me a

I
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hooks of the American corporation, and the
account of the American corporation on the books
of the French corporation, would be kept in agree
ment by the entry during an accounting period of
contra debit and credit notes and by means of a
monthly transcript of the account as it is kept on
each company’s books, which transcript would be
forwarded from one to the other at the end of each
month, as a basis for reconciliation of the accounts.
As far as the consolidation of figures is concerned
at the end of an accounting period, the proposition
presents no unusual difficulties, except for the
conversion of francs to dollars. At the end of an
accounting period, the French corporation would
submit to the American corporation a trial balance
in French currency. This trial balance would be
converted by the American corporation at certain
exchange rates. In general, fixed assets are con
verted at the original cost of acquisition. Current
assets and current liabilities are converted at the
rate of exchange prevailing at the close of the

accounting period. Remittances are taken into
the records at the rate at which they were actually
converted. Income and expense items are gen
erally converted at an average rate for the period
in which the figures were accumulated. This aver
age rate may be determined in different manners.
Some concerns take the average of the rates of
exchange prevailing upon the last day of each
month in the accounting period. Others, use an
average rate at which all remittances are made
during the period. After the conversions have been
made, it is necessary to enter the difference in an
account for exchange adjustments in order that
exchange fluctuations may not change profit and
loss results.
After the French corporation’s trial balance has
been converted into American currency, the con
solidation of balance-sheet items and profit-andloss items would be carried out in the usual man
ner by eliminating inter-company accounts, stock
ownerships, and inter-company sales and purchases.

RIC PALMER, of the Port Au Corporation. Three workmen from three
HE Pittsburgh School of Account
thority of New York, was the different industrial plants were also
ancy, conducting Pace Standard
principal speaker at a recent as present and discussed frankly with the
ized Courses, has just organized a
sembly of the Day School studentsmembers
of
class in the Pace Standardized Course in
of the club the labor situation
Pace Institute, New York.
as the workman sees it. F. W. Pitzer, English in the offices of the H. J. Heinz
Mr. Palmer discussed the present con of the Equitable Life Assurance Society, Company, Pittsburgh, Pa. This class
gested and wasteful situation existing as is Chairman of the New York Chapter of held its first session on Monday, March
to New York’s terminal facilities for the the National Association of Corporation 27th. Instruction is in charge of
handling of commodities, and then ex Training.
Donald E. Montgomery, of the faculty
of the Pittsburgh School of Accountancy.
plained the changes proposed by the
Port Authority.
ILLIAM E. KNOX was recent The H. J Heinz Company has always
He showed how by the creation of a
ly elected President of the Bow been greatly interested in the educa
port area comprising all of the indus
ery Savings Bank of New York. tional development of its employees.
trial centers of the metropolitan district,
The Pittsburgh School of Accountancy
He has been Vice-president and Control
and by the construction of a terminal ler of the Bowery Savings Bank since is also conducting Accountancy classes
railroad net, many of the present diffi 1919. It is significant that, in the eighty- for the employees of the Westinghouse
culties and much of the present exces seven years of the bank’s existence, Mr. Electric and Manufacturing Company.
sive cost of moving goods could be elim Knox is the first president who has Class sessions are held in the offices of
inated.
worked up from the ranks. The New the company, and all instruction is
His lecture was illustrated by motion York Tribune, of March 14th, says of under the direct supervision of members
pictures, which proved of great interest Mr. Knox’s election to the bank presi of the lecture staff of the Pittsburgh
to the student body.
School of Accountancy.
dency:
“Behind the election lies a story that
HE annual banquet and dance of possesses not the picturesqueness or VERNON E. WEST, who has been a
Pace students and graduates of glamour of the fiction tale, but one which member of the Law, faculty of Pace
New York and vicinity was held is to an unusual degree a story of per Institute, Washington, for the past four
under the auspices of the Pace Club
of attainment through industry and years, was recently appointed first as
sonal
New York in the grand ballroom of study, with an abundance of the human sistant to the United States Attorney,
Hotel Commodore, on Saturday evening, elements of friendliness and interest in Peyton Gordon. Mr. West is a native
April 22d. Paul J. McCauley, of the the welfare of others thrown in. Mr. of Washington, and was educated in the
Law faculty of Race Institute, presided Knox is the first president in the eighty- public schools of that city and George
as toast-master, and the principal speech seven years’ history of the bank who has town University. He was graduated
from the Georgetown University Law
of the evening was delivered by Edward worked up from the ranks.
J Cattell, statistician of the city of
“In 1885, Mr. Knox began as a minor School, in 1908, and in the same year,
Philadelphia.
Approximately fifteen clerk and advanced step by step. He was admitted to practice before the
hundred were in attendance at the was made secretary in 1906, and con District of Columbia bar.
Mr. West has been engaged in many
banquet and the dance which followed. troller in 1908. When he began the
A detailed account of the banquet will bank had deposits—mostly those of poor important legal cases before the Wash
appear in the June issue of The Pace people—of $40,000,000 and 100,000 de ington courts. He was formerly secre
Student.
positors. To-day, it has more than tary to Justice Van Orsdel, of the Dis
$164,000,000 on deposit and 560,000 de trict Court of Appeals. Mr. West suc
HE New York Chapter of the positors. The bank’s loans on real ceeded First Assistant Charles W. Arth,
who recently resigned.
National Association of Corpora estate alone exceed $101,000,000.
tion Training and the Executives'
“The new president has been a strong
HE first Students’ Assembly in the
Club of New York City held a joint
advocate of the opening of branch banks
Day-School Division of Pace In
meeting at the Machinery Club, New by savings institutions, and is about to
stitute, New York, was held on
York City, on Friday, April 7th. Round see his efforts in that direction realized
Monday, April 3rd, at 12:15 P.M. The
table discussions were held at four by the opening of the East Forty-Second
assembly was in charge of Mr. Homer S.
o’clock in the afternoon under the direc
Street
branch
of
the
Bowery
Savings
Pace. An assembly of the students of
tion of Lawrence W. De Motte, director
of the Personnel Bureau of the American Bank on part of the site of the old the Day-School Division of Pace Insti
Express Company, and Francis Farwell, Grand Union Hotel. It will be the tute, New York, will be held regularly
of the Worthington Pump & Machinery first branch savings bank in the state.” each week on Monday, at 12:15 P. M.
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JOHN H. COOPER, a former student
of Pace Institute, New York, has re
cently opened his own office for the pro
fessional practice of Accountancy, in
Yonkers, New York. Mr. Cooper is
specializing in Income Tax matters, and
was recently engaged by the Yonkers
Trust Company to act as tax consultant
for its depositors. Mr. Cooper served
ably as chairman of the 1921 Banquet
Committee of The Pace Club.
CHARLES KOENING, a former stu
dent at Pace Institute, New York,
through the Pace Agency for Place
ments, Inc., has accepted a position as
bookkeeper with the Braender Rubber
& Tire Company, Paterson Avenue,
Rutherford, N. J. Mr. Koening was
formerly with Collins & Company, 19
Clinton Street, Newark, N. J.

MISS LILIAN SCHARMAN, a former
student in the Day-School Division
of Pace Institute, New York, made an
excellent record in the Women’s Indoor
Tennis Championships held on the Long
wood Courts in Boston recently. Miss
Scharman’s work was favorably com
mented on by the critics of various news
papers, who united in praising her work
in this tournament.

ALBERT MARQUIS, Class C2405’
Pace Institute, New York, through the
Pace Agency for Placements, Inc., has
accepted a position as ledger clerk with
J. H. Meyer Brothers, 200 Fifth Avenue,
Brooklyn, N. Y. Mr. Marquis was
formerly with the Grasselli Chemical
Company, 347 Madison Avenue, New
York City.

MISS ADELAIDE K. DENK, a former
student of Pace Institute, New York, a
sketch of whose career appeared in the
April issue of The Pace Student, has
returned to New York from Hollywood,
California, and is now in the New York
office of J. E. Brulatour, 1540 Broadway,
New York City.

ARTHUR C. VIEBROCK, Pace Insti
tute, New York, recently accepted,
through the Pace Agency for Placements,
Inc., a position as bookkeeper with the
Ordinator Company, 233 East 41st
Street, New York City. Mr. Viebrock
was formerly employed by the Equitable
Trust Company, 37 Wall Street, New
York City.

OMAR HANSEN, Detroit, Michigan,
Pace Institute, Extension Division, has
accepted a position on the professional
staff of James Barr & Company, certi
fied public accountants, in their Detroit
office.

JAMES H. FERNS, C.P.A. (N.H.), a
former student at Pace Institute, New
York, is now a member of the firm of
Miller & Ferns, accountants and tax
consultants, with offices at 1607 Broad
way, New York City.

L. R. WADE, of Galveston, Texas, Pace
Institute, Extension Division, has re
ceived an appointment as Income Tax
examiner in the Bureau of Internal
Revenue. Mr. Wade reported for duty
in Washington on April 1, 1922.

A. C. BOGLE, a Semester E student,
Pace Institute, Washington, was re
cently selected as one of the accountants
to accompany the American Commis
sion to the Centennial Exhibition of
Brazil at Rio de Janeiro.

FRANK J. BRAVER, of 72 Wilbur
Street, Everett, Massachusetts, a stu
dent in Pace Institute, Extension Di
vision, was successful in passing the
recent examination for auditor, set by
the Income Tax Unit, Bureau of Internal
Revenue, and has received an appoint
ment as inspector. Mr. Braver re
ported at Washington, D. C., on April
1st, for a six-weeks’ course of training
before assuming his position in the field.

ERNEST L. HOFFMAN, Pace Insti
tute, New York, has accepted, through
the Pace Agency for Placements, Inc.,
a position in the bookkeeping depart
ment of the First National Corporation,
14 Wall Street, New York City. Mr.
Hoffman was formerly employed by the
Pier Machine Works, 150 Sullivan
Street, Brooklyn, N. Y.
GERHARD A. HOFGAARD, Class
C101, Pittsburgh School of Accountancy,
conducting Pace Standardized Courses,
has just accepted, through the Place
ment Division of The Pittsburgh School,
a position in the accounting department
of the Pittsburgh warehouse of the
Great Atlantic & Pacific Tea Company.

P. A. LOVE, former registrar of the
Pittsburgh School of Accountancy, has
accepted, through the Placement Di
vision of the School, a position as general
office manager for the Superior Auto
Accessories Company of Pittsburgh, Pa.
F. L. DUNSMOOR, a former student of
Pace Institute, New York, is now serv
ing as Chairman of the Educational
Committee of the Office Commission of
theH. J. Heinz Company, Pittsburgh, Pa.

Summer Day Classes at
Pace Institute, New York
A new class in Accountancy and Business Administration (Semester A)
will be organized in the Day-School Division of Pace Institute, New
York, on
*

Thursday, July Sixth, Nine-thirty a.m.
The work of Semester A will be completed in fourteen weeks. Regular
class sessions will be held daily, from 9:30 to 11:30 a.m. A special
class in Business English, Report, and Letter Writing will also be of
fered.
The afternoons will be devoted to supervised study at the
Institute, and to special lectures and trips of inspection to the offices
and plants of New York’s largest business and industrial organizations.
Write for the new Bulletin of the Day-School Division and further in
formation concerning the Summer Day Class forming on July Sixth.
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